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§652.25

NON-PROGRAM INVESTMENT ELIGIBILITY CRITERIA TABLE—Continued

Asset class

Final maturity limit

NRSRO issue or issuer
credit rating require-
ment

Other requirements

Maximum percentage
of total non-program
investment portfolio

(9) Diversified Invest-
ment Funds.

Shares of an invest-
ment company reg-
istered under section
8 of the Investment
Company Act of
1940.

The portfolio of the in-
vestment company
must consist solely of
eligible investments
authorized by this
section.

The investment com-
pany’s risk and return

None, if your shares in
each investment
company comprise
less than 10% of
your portfolio. Other-
wise counts toward
limit for each type of
investment.

objectives and use of
derivatives must be
consistent with FCA
guidance and your
investment policies.

Note: You must also comply with requirements of paragraphs (b), (c), and (d) of this section, and §651.40 when applicable.

“NA” means not applicable.

(b) Rating of foreign countries. When-
ever the obligor or issuer of an eligible
investment is located outside the
United States, the host country must
maintain the highest sovereign rating
for political and economic stability by
an NRSRO.

(c) Marketable investments. All eligible
investments, except money market in-
struments, must be readily market-
able. An eligible investment is market-
able if you can sell it promptly at a
price that closely reflects its fair value
in an active and universally recognized
secondary market. You must evaluate
and document the size and liquidity of
the secondary market for the invest-
ment at time of purchase.

(d) Obligor limits. (1) You may not in-
vest more than 25 percent of your regu-
latory capital in eligible investments
issued by any single entity, issuer, or
obligor. This obligor limit does not
apply to Government-sponsored agen-
cies or Government agencies. You may
not invest more than 100 percent of
your regulatory capital in any one
Government-sponsored agency. There
are no obligor limits for Government
agencies.

(2) Obligor limits for your holdings in
an investment company. You must count
securities that you hold through an in-
vestment company toward the obligor
limits of this section unless the invest-
ment company’s holdings of the secu-
rity of any one issuer do not exceed 5
percent of the investment company’s
total portfolio.

(e) Preferred stock and other invest-
ments approved by the FCA. (1) You may
purchase non-program investments in
preferred stock issued by other Farm
Credit System institutions only with
our written prior approval. You may
also purchase non-program invest-
ments other than those listed in the
Non-Program Investment Eligibility
Criteria Table at paragraph (a) of this
section only with our written prior ap-
proval.

(2) Your request for our approval
must explain the risk characteristics of
the investment and your purpose and
objectives for making the investment.

§652.25 Management of ineligible in-
vestments and reservation of au-
thority.

(a) Investments ineligible when pur-
chased. Investments that do not satisfy
the eligibility criteria set forth in
§6562.20 at the time of purchase are in-
eligible. You must not purchase ineli-
gible investments. If you determine
that you have purchased an ineligible
investment, you must notify the OSMO
within 15 calendar days after such de-
termination. You must divest of the in-
vestment no later than 60 calendar
days after the determination unless we
approve, in writing, a plan that author-
izes you to divest of the investment
over a longer period of time.

(b) Investments that nmo longer satisfy
eligibility criteria. If you determine that
an investment (that satisfied the eligi-
bility criteria set forth in §652.20 when
purchased) no longer satisfies the eligi-
bility criteria, you must notify the
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§652.30

OSMO within 15 calendar days of the
determination.

(c) Requirements for investments that
are ineligible or no longer satisfy eligi-
bility criteria—(1) Reporting requirements.
Each quarter, you must report to the
OSMO and your board on the status of
investments identified in paragraph (a)
or (b) of this section. Your report must
demonstrate the effect that these in-
vestments may have on the Corpora-
tion’s capital, earnings, and liquidity
position. Additionally, the report must
address how the Corporation plans to
reduce its risk exposure from these in-
vestments or exit the position(s).

(2) Other requirements. Investments
identified in paragraph (a) or (b) of this
section may not be used to satisfy the
liquidity requirement(s) in §652.40.
These investments must continue to be
included in the investment portfolio
limit calculation established in
§652.15(b).

(d) Reservation of authority. FCA re-
tains the authority to require you to
divest of any investment at any time
for failure to comply with §652.15(a) or
for safety and soundness reasons. The
timeframe set by FCA for such re-
quired divestiture will consider the ex-
pected loss on the transaction (or
transactions) and the effect on the Cor-
poration’s financial condition and per-
formance.

§652.30 Interest rate risk manage-
ment.

(a) The board of directors of Farmer
Mac must provide effective oversight
(direction, controls, and supervision) of
interest rate risk management and
must be knowledgeable of the nature
and level of interest rate risk taken by
Farmer Mac.

(b) The board of directors of Farmer
Mac must adopt an interest rate risk
management policy that establishes
appropriate interest rate risk exposure
limits based on the Corporation’s risk-
bearing capacity and reporting require-
ments in accordance with paragraphs
(c) and (d) of this section. At least an-
nually, the board of directors, or a des-
ignated committee of the board, must
review the policy. Any changes to the
policy must be approved by the board
of directors. You must report any
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changes to the policy to the OSMO
within 10 business days of adoption.

(c) The interest rate risk manage-
ment policy must, at a minimum:

(1) Address the purpose and objec-
tives of interest rate risk management;

(2) Identify the causes of interest
rate risk and set appropriate quan-
titative limits consistent with a clear-
ly articulated board risk tolerance;

(3) Require management to establish
and implement comprehensive proce-
dures to measure the potential effect of
these risks on the Corporation’s pro-
jected earnings and market values by
conducting interest rate stress tests
and simulations of multiple economic
scenarios at least quarterly. Your
stress tests must gauge how interest
rate fluctuations affect the Corpora-
tion’s capital, earnings, and liquidity
position. The methodology that you
use must be appropriate for the com-
plexity of the structure and cash flows
of your on- and off-balance sheet posi-
tions, including the nature and purpose
of derivative contracts, and establish
counterparty risk thresholds and lim-
its for derivatives. It must also ensure
an appropriate level of consistency
with the stress-test scenarios consid-
ered under §652.10(f)(4). Assumptions
applied in stress tests must, to the
maximum extent practicable, rely on
verifiable information. You must docu-
ment the basis for all assumptions that
you use.

(4) Describe and authorize manage-
ment to implement actions needed to
achieve Farmer Mac’s desired risk
management objectives;

(5) Ensure procedures are established
to evaluate and document, at least
quarterly, whether actions taken have
actually met the Corporation’s desired
risk management objectives;

(6) Identify exception parameters and
approvals needed for any exceptions to
the policy’s requirements;

(7) Describe delegations of authority;
and,

(8) Describe reporting requirements,
including exceptions to policy limits.

(d) At least quarterly, management
must report to the Corporation’s board
of directors, or a designated committee
of the board, describing the nature and
level of interest rate risk exposure.
Any deviations from the board’s policy

336



		Superintendent of Documents
	2014-04-28T11:07:23-0400
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




